(AR-13))

Timathy J Mehod

Asigant Commissoner

Office of Air Manegement

Indiana Departmant of Environmentd Manegemat
100 North Senete Avenue

P.O. Bax 6015

Indiangpalis Indiana. 46206-6015

Dear Mr. Mehod:

Thisletter isin regponse to your question on the use of sUlfur dioxide (SO,) dlowances dlocated
under the add rain program. Y ou asked if such dlowancesthet are sold under the SO, dlowance
program of Title [V (8403) of the Cleen Air Adt (Act) could a0 be usad concurrently as emissons offst
creditsunder Titlel (8173(C)) by anew mgar sourcein anondtanment area. Theansver to your
questionisthat such SO, emisson reductions cannat be used for nonattainment offsats

For nonattainment new source review (NSR) emissons offset credits §173(C)(2) Sates"amisson
reductions otherwise required by the Aat Sdl nat be areditable as emiss ons reductions for purposes of any
such offsat requiremant.” Thisreguiremant isfurther dated in the propossd NSR rule changes on pege
13553 of the April 16, 1992, Fedard Regider (valume 57, number 74), which Sates "reductions required to
meat reesonedly avallable contral technology and add rain redudtions pursuant to Satutory requirements are
not creditable for emissons off 1S’ (emphed's added).

Thefadlowing example explans our position thet emissions redudtions mede under 8403 are
conddered as"'required by the Adt” Under 8403, dl sources mugt hdld dlowances egud to or greater then
itsemissonsaf O,. Far exanple, asource has dlowances to emit 5000 tons per year (tpy) of SO, but
reducesitsemissons 0 thet it actudly emitsonly 3000 tonsof SO, inagivenyear. At theend of the
cdendar yer, the source verifiesits emiss ons and dedudts an equa number of dlowancesfromits
acocount. It may then sdl 2000 dlowances. The source now has anly 3000 tpy of dlowancesandis
required under the Adt to limit itsemissionsto thet level. Another souroe, by acoiring the 2000
alowanoes has aguired autharization to emit an extra 2000 tons of SO,. Sncethe sourceinitidly doesnat
haveto limit itsdf to 3000 tpy, it may gppear thet the excess 2000 tpy dlowanceis not required by the Adt.
However, once the source sHisthe excess 2000 tpy dlowancs, it farfatsitsright to emit up to S000 tpy. In
the next cdendar year, the sourceis redlocated 5000 dlowances

However, no such datutory restriction as Sated in 8173(C)(2) exigswith repect to netting credits
thet would be used to exempt asource from mgjor source review. It gppearstha dlowanceswhich are sold
under the SO, dlowance program mey bedigiblefor Titlel netting aredits Thisis Supported by USEPA's
pogtion with repect to nitrogen oxide (NO, ) st farth in the proposed ruefor NO,, on pege 55626 of the



November 25, 1992, Fedard Regider (valume 57, number 228). This proposed rule datesthat nitrogen
axide (NO,)) "emisson reductionsresLiting from the Title IV program may be consdered for purposes of
meding catan Title | regquirements under gopropriae condiions: To recave Title | date
implementation plan aredit . . . for purposes of banking, bubbling, or netting, emisson redudionsfrom the
TitleV program must be surplusto the Title | requirements, enforoegble, quantifigble, and pameanent”
(emphessadded). Only those Title IV emisson reductionsthat excead any goplicble Title|
requiramants (for example NSR emisson offsets) would be surplus and these emisson reductions would
then nesd to be mede enfarcedhle, quartifidle, and permanant. Although this Federd Redider atesNO,
emisson redudionsinits example, the same conogat would gpply to Title IV SO, emisson redudions

If you have any questions, pleese contact Sam Portanova, of my g&f, & (312) 836-3189.

Snoady yours

Seephen Rathblatt, Chief
Regulaion Devdopment Branch
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